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Commercial in confidence

The contents of this report relate only to the matters which have come to our attention, which 

we believe need to be reported to you as part of our audit process.  It is not a comprehensive 

record of all the relevant matters, which may be subject to change, and in particular we cannot 

be held responsible to you for reporting all of the risks which may affect your business or any 

weaknesses in your internal controls.  This report has been prepared solely for your benefit and 

should not be quoted in whole or in part without our prior written consent. We do not accept any 

responsibility for any loss occasioned to any third party acting, or refraining from acting on the 

basis of the content of this report, as this report was not prepared for, nor intended for, any 

other purpose.
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Purpose

The purpose of this report is to contribute towards the effective two-way communication between Tunbridge Wells Borough Council’s external 

auditors and Tunbridge Wells Borough Council’s Audit Committee, as 'those charged with governance'. The report covers some important areas of 

the auditor risk assessment where we are required to make inquiries of the Audit Committee under auditing standards.   

Background

Under International Standards on Auditing (UK), (ISA(UK)) auditors have specific responsibilities to communicate with the Audit Committee. ISA(UK) 

emphasise the importance of two-way communication between the auditor and the Audit Committee and also specify matters that should be 

communicated.

This two-way communication assists both the auditor and the Audit Committee in understanding matters relating to the audit and developing a 

constructive working relationship. It also enables the auditor to obtain information relevant to the audit from the Audit Committee and supports the 

Audit Committee in fulfilling its responsibilities in relation to the financial reporting process. 

Communication

As part of our risk assessment procedures we are required to obtain an understanding of management processes and the local authority’s oversight 

of the following areas:

• General Enquiries of Management

• Fraud,

• Laws and Regulations,

• Related Parties, 

• Going Concern, and

• Accounting Estimates.
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Purpose

This report includes a series of questions on each of these areas and the response we have received from Tunbridge Wells Borough Council’s 

management. The Audit Committee should consider whether these responses are consistent with its understanding and whether there are any 

further comments it wishes to make. 
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General Enquiries of Management

Question Management response

1. What do you regard as the key events or issues that 

will have a significant impact on the financial statements 

for 2021/22?  

The Covid pandemic has depressed revenue streams from the provision of many services and whilst they 

are recovering, a number are not back to pre-pandemic levels. Whilst Government have provided some 

support for the loss of income in the form of grants in the first quarter of the year, it is not sufficient to cover 

the total losses experienced. Significant efforts have been made to manage costs, and this, combined with 

the Government Covid support grants, business rates and council tax loss support and new burdens 

grants, have enabled us to fully fund services during the year. 

During the pandemic, Government has called upon Local Authorities to provide grants to local businesses. 

Government has provided the funding, the council has paid the grants after a rigorous application and 

audit process, and a settlement is made with Government of any surpluses/deficits once the grant period 

has closed. The council is nearing the end of this process but cash levels on the Balance Sheet will still 

contain some Government Grants. Some grant monies will be seen in Debtors and Creditors and some 

will flow through the Cost of Services, dependent upon the conditions of the grant.  

2. Have you considered the appropriateness of the 

accounting policies adopted by Tunbridge Wells 

Borough Council?

Have there been any events or transactions that may 

cause you to change or adopt new accounting policies? 

If so, what are they?

Yes

No. The accounting changes for IFRS 16 that were due to be introduced in 2022/23 have been deferred for 

2 years.

3. Is there any use of financial instruments, including 

derivatives? If so, please explain
Yes

The council has Trade Debtors, Loan Debtors, Investments with banks, Cash balances at banks, Investment 

with the Churches, Charities and Local Authorities (CCLA) Property Fund, Mortgage and other small 

debtors. 

4. Are you aware of any significant transaction outside 
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General Enquiries of Management

Question Management response

5. Are you aware of any changes in circumstances that 

would lead to impairment of non-current assets? If so, 

what are they?

No

6. Are you aware of any guarantee contracts? If so, 

please provide further details
The only guarantee contracts the council hold are for some of our most vulnerable Housing customers, 

where we guarantee their rent should they default.

7. Are you aware of the existence of loss contingencies 

and/or un-asserted claims that may affect the financial 

statements? If so, please provide further details

No

8. Other than in house solicitors, can you provide details 

of those solicitors utilised by Tunbridge Wells Borough 

Council during the year. Please indicate where they are 

working on open litigation or contingencies from prior 

years?

1. Bevan Brittan is providing guidance to TWBC and T&M Council regarding a contract dispute with Urbaser

re the joint waste contract. Legal guidance is required to ensure that covid related matters/claims raised by 

Urbaser are appropriately addressed. 2021/22 £34,482. Ongoing.

2. Cornerstone Barristers – both Legal and Counsel costs of £218,150 for Planning advice for the Turnden

(completed), Hawkhurst Golf Club (appeal defended and was dismissed) and Land to the East of Highgate 

Hill Planning appeals (lost but avoided costs).

3. Iceni Projects Ltd – Witness support for Hawkhurst appeal £11,760.

3. David Travers, DS Risk Management and Laura Philips legal costs for the British Car Auctions Health and 

Safety Case. Cost were £24,739, £6,401 and £5,181 respectively. This case has been heard and won by 

the council.
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General Enquiries of Management

Question Management response

9. Have any of Tunbridge Wells Borough Council’s 

service providers reported any items of fraud, non-

compliance with laws and regulations or uncorrected 

misstatements which would affect the financial 

statements? If so, please provide further details

No

10. Can you provide details of other advisors consulted 

during the year and the issue on which they were 

consulted?

Tetra Tech Environment Planning Transport Ltd - Light survey for a car park 

Spider Project Management Ltd - Project Management consultancy for the Amelia 

David Huskisson Associates Ltd - Landscape consultancy for a car park 

Hazle McCormack Young LLP - Architecture services for new depot 

On Architecture Ltd - Architecture services for Rif le Club 

Leap Environmental Ltd - Waste consultancy 

Listed Buildings Surveys Ltd - EPC f loor plan   - Packs in the Woods, Land Registry 

GL Hearn Ltd - Valuation Services Rif le Club, Hornbeam 
Monson Engineering Limited -  Transport surveys and advice, Depot and Culverden 
Stadium 

Hydrock Consultants Ltd -  Transport assessment Hawkenbury Sports Club 

Corylus Ecology Ltd - Ecology survey Rif le Club and Blackthorn Ave 

AGB Environmental - Biodiversity Report Cemetery 

Matthew Hayden - Project management Amelia 

Bracketts - Property Marketing St John's Rd 

MDA Maintenance Management Energy survey Calverley Terrace 

Evans & Langford LLP - Depot structural Survey 

Counterculture Partnership LLP -  Charity creation and cultural advice for the Amelia 

Intus Limited - Town Hall consolidation advice 

Eddie Lee - Assembly Hall systems advice 

AVC Wise - Pension advice 

Revels Off ice Ltd - Hireable space advice 

Focus Consultants 2010 LLP - Project Management Amelia 

Alix Slater Consultancy & Training Ltd - Evaluation consultancy Amelia 

Phil Jones Associates Ltd- Cycling advice 

Waste Consulting LLP- Grounds maintenance advice 

Inform CPI Ltd - Property advice for Revenues 

Metaphor Communications Ltd - advice for the Amelia 

de pass Montgomery - Amelia design consultants 

Purcell Architecture Ltd - Amelia architecture design 

Public Interest Planning - Local Plan advice 

Dixon Searle Partnership Ltd - Local Plan consultancy 

Sweco UK Ltd - Local Plan transport consultancy 

Hankinson Duckett Associates -Local Plan advice 

Justin Gardner - Af fordable Housing Needs assessment 

Andrew Ashcrof t Planning Ltd - Independent Goudhurst plan review 

John Slater Planning Ltd - Examination of  Benenden Neighbourhood plan 

Rural Plannning Ltd - Agricultural Planning advice for Local Plan 

David Locke Associates Ltd - Masterplanning services 

AECOM Infrastructure and Environment UK Ltd -  Local Plan advice 

James Clague Architects - advice Providence chapel Cranbrook 

Charlotte Glancy - Programme Off icer for Local Plan 
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Fraud

Matters in relation to fraud

ISA (UK) 240 covers auditors responsibilities relating to fraud in an audit of financial statements.

The primary responsibility to prevent and detect fraud rests with both the Audit Committee and management. Management, with the 

oversight of the Audit Committee, needs to ensure a strong emphasis on fraud prevention and deterrence and encourage a culture of 

honest and ethical behaviour. As part of its oversight, the Audit Committee should consider the potential for override of controls and 

inappropriate influence over the financial reporting process.

As Tunbridge Wells Borough Council’s external auditor, we are responsible for obtaining reasonable assurance that the financial statements 

are free from material misstatement due to fraud or error. We are required to maintain professional scepticism throughout the audit, 

considering the potential for management override of controls.

As part of our audit risk assessment procedures we are required to consider risks of fraud. This includes considering the arrangements 

management has put in place with regard to fraud risks including: 

• assessment that the financial statements could be materially misstated due to fraud,

• process for identifying and responding to risks of fraud, including any identified specific risks, 

• communication with the Audit Committee regarding its processes for identifying and responding to risks of fraud, and

• communication to employees regarding business practices and ethical behaviour. 

We need to understand how the Audit Committee oversees the above processes. We are also required to make inquiries of both 

management and the Audit Committee as to their knowledge of any actual, suspected or alleged fraud. These areas have been set out in 

the fraud risk assessment questions below together with responses from Tunbridge Wells Borough Council’s management. 
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Fraud risk assessment

Question Management response

1. Has Tunbridge Wells Borough Council assessed the 

risk of material misstatement in the financial statements 

due to fraud?

How has the process of identifying and responding to 

the risk of fraud been undertaken and what are the 

results of this process? 

How do the local authority’s risk management processes 

link to financial reporting?

Given the level of materiality associated with the financial statements, the risk does not lie with policing 

individual transactions but rather with journals and overall settings/parameters (as well as estimates, see 

separate questions). We considered this risk when selecting areas for further examination as part of 

compiling the internal audit plan. All areas of the Council’s operation received at least sufficient 

examination to prepare a meaningful risk assessment.

The results of this assessment are set out most significantly in the 2021/22 Audit & Assurance Plan 

(presented to Members in March 2022). The plan set out the specific areas of the Council’s business 

subject to more detailed examination. As required by Public Sector Internal Audit Standards, all work is 

conducted with an awareness of the risk of fraud.

The Council’s strategic risk management process is described in reports to Members at each Audit & 

Governance Committee meeting. This process details financial risks where relevant.

2. What have you determined to be the classes of 

accounts, transactions and disclosures most at risk to 

fraud? 

Given the level of materiality, as noted above, there is no single class of account or transaction that poses 

a raised risk of fraud beyond that which applies to all such balances.

3. Are you aware of any instances of actual, suspected 

or alleged fraud, errors or other irregularities either 

within Tunbridge Wells Borough Council as a whole, or 

within specific departments since 1 April 2021? If so, 

please provide details

Like all public authorities, the Council will have been a victim of fraud at various points as an unavoidable 

part of its day to day operations, for example in administering parking services or paying out benefits. We 

have no indication that such fraud losses would constitute any sums beyond trivial at a whole-authority 

scale.

However we have not encountered any instances of actual, suspected or alleged fraud, errors or other 

irregularities that would have prompted specific reporting to external audit as individual items of concern. 

This includes the process we have undertaken to distribute Covid Business Grants.
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Fraud risk assessment

Question Management response

4. As a management team, how do you communicate 

risk issues (including fraud) to those charged with 

governance?                                                                                      

Risk issues are reported to the Audit & Governance Committee at each meeting (see earlier responses).

5. Have you identified any specific fraud risks? If so, 

please provide details

Do you have any concerns there are areas that are at 

risk of fraud?

Are there particular locations within Tunbridge Wells 

Borough Council where fraud is more likely to  occur?

None that would require separate individual disclosure.

Some areas are at greater risk of fraud by their nature, for example where cash payments are involved, but 

these have been reduced significantly since the pandemic. However, we are not aware of any areas at risk 

of fraud to a level or significance that give rise to material concern.

6. What processes do Tunbridge Wells Borough Council 

have in place to identify and respond to risks of fraud?
The Council’s risk management process is as described in previous responses. The Council operates a 

dedicated compliance team looking at revenue fraud risk. Beyond that, the Council is part of the Mid Kent 

Audit partnership whose fraud response is as set out in the Audit & Assurance Plan.
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Fraud risk assessment

Question Management response

7. How do you assess the overall control environment for 

Tunbridge Wells Borough Council, including:

• the existence of internal controls, including segregation of 

duties; and

• the process for reviewing the effectiveness the system of 

internal control?  

If internal controls are not in place or not effective where are the 

risk areas and what mitigating actions have been taken?

What other controls are in place to help prevent, deter or detect 

fraud?

Are there any areas where there is a potential for override of 

controls or inappropriate influence over the financial reporting 

process (for example because of undue pressure to achieve 

financial targets)? If so, please provide details

The Council’s assessment is included in the Annual Governance Statement. The AGS 

also incorporates the Head of Audit opinion that raises no significant concerns on the 

design or operation of internal control

8. Are there any areas where there is potential for misreporting? If 

so, please provide details

We are not aware of any specific areas that warrant individual specific highlighting.
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Fraud risk assessment

Question Management response

9. How does Tunbridge Wells Borough Council 

communicate and encourage ethical behaviours 

and business processes of it’s staff and 

contractors? 

How do you encourage staff to report their concerns 

about fraud?

What concerns are staff expected to report about 

fraud? Have any significant issues been reported? If 

so, please provide details

The Council has a Code of Conduct and Whistleblowing policy. There were no significant issues 

reported in 2020/21.

10. From a fraud and corruption perspective, what 

are considered to be high-risk posts?

How are the risks relating to these posts identified, 

assessed and managed?

With respect to the financial statements, the higher risk posts will be those that wield the most significant 

influence on reporting. The Council has in place controls, including review and segregation of duties, that 

mitigate those risks.

There are also posts which are able to make payments. They are all senior Finance posts, which are 

professionally qualified. Individual transactions where payments are made to third parties require 2 

authorisers.

These posts are also all insured against fraud.

11. Are you aware of any related party relationships 

or transactions that could give rise to instances of 

fraud? If so, please provide details

How do you mitigate the risks associated with fraud 

related to related party relationships and 

transactions?

No.

The Council has policies on declarations of interest. These policies are managed by Mid Kent Legal 

Services.
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Fraud risk assessment

Question Management response

12. What arrangements are in place to report fraud 

issues and risks to the Audit Committee? 

How does the Audit Committee exercise oversight 

over management's processes for identifying and 

responding to risks of fraud and breaches of internal 

control?

What has been the outcome of these arrangements 

so far this year?

Reporting is through either/both Internal Audit reporting or Strategic Risk reporting depending on the 

nature of the issues.

The Committee reviews risk reports at each meeting, with outcomes as described in Committee papers.

13. Are you aware of any whistle blowing potential 

or complaints by potential whistle blowers? If so, 

what has been your response?

There is one case that has been managed as if it was a whistle blowing case, but has not been raised as 

such by the individual. The Monitoring Officer and the Director of Finance, Policy & Development have 

both investigated their relevant areas of the case and have determined that there is no case to answer.

14. Have any reports been made under the Bribery 

Act? If so, please provide details

No.
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Law and regulations

Matters in relation to laws and regulations

ISA (UK) 250 requires us to consider the impact of laws and regulations in an audit of the financial statements.

Management, with the oversight of the Audit Committee, is responsible for ensuring that Tunbridge Wells Borough Council’s operations are 

conducted in accordance with laws and regulations, including those that determine amounts in the financial statements. 

As auditor, we are responsible for obtaining reasonable assurance that the financial statements are free from material misstatement due to fraud or 

error, taking into account the appropriate legal and regulatory framework. As part of our risk assessment procedures we are required to make 

inquiries of management and the Audit Committee as to whether the body is in compliance with laws and regulations. Where we become aware of 

non-compliance or suspected non-compliance we need to gain an understanding of the non-compliance and the possible effect on the financial 

statements.

Risk assessment questions have been set out below together with responses from management.
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Impact of laws and regulations

Question Management response

1. How does management gain assurance that all relevant laws 

and regulations have been complied with?

What arrangements does Tunbridge Wells Borough Council 

have in place to prevent and detect non-compliance with laws 

and regulations?

Are you aware of any changes to the local authority’s regulatory 

environment that may have a significant impact on the local 

authority’s financial statements?

The council employs professionally qualified staff. They are Members of their professional 

bodies and complete professional development courses regularly e.g. qualified accountants 

attend the close down training run by Cipfa and Grant Thornton annually.

The council has a Monitoring Officer who is responsible for ensuring that Governance is in 

accordance with the appropriate legislation for Local Authorities.

The Council is part of the Mid Kent Audit Partnership, which provides an internal audit 

function which gives oversight and review to the everyday workings of the council and can 

provide ad hoc advice should there be significant changes to process or procedure.

The Council has a robust Cabinet Advisory Board system, Cabinet, Audit and Governance 

Committee and Overview and Scrutiny Committee who all have oversight and challenge of 

the processes and procedures.

We are not aware of any changes to the Council’s regulatory environment that may have a 

significant impact on the Council’s financial statements?

2. How is the Audit Committee provided with assurance that all 

relevant laws and regulations have been complied with?

There is regular reporting of Audit Report Findings from the Mid Kent Audit Partnership and

Grant Thornton as external auditors.

There is regular reporting on Risk Management which will include any significant changes to

legislation affecting Local Authorities and their finances.

3. Have there been any instances of non-compliance or 

suspected non-compliance with laws and regulation since 1 

April 2021 with an on-going impact on the 2021/22 financial 

statements? If so, please provide details

Not that we are aware of.

4. Are there any actual or potential litigation or claims that No. Anything that could be material is already declared.
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Impact of laws and regulations

Question Management response

5. What arrangements does Tunbridge Wells 

Borough Council have in place to identify, evaluate 

and account for litigation or claims? 

The Finance department and Legal teams work closely together. At year end a check of all outstanding

cases is carried out by the Finance team (it is part of the close down plan), with the Legal team to

identify any cases that could impact the accounts either in the form of a provision or contingent asset or

liability.

On a quarterly basis Service Accountants will meet with their managers and discuss any cases which

could have an impact upon the accounts during the year or at some point in the future. This is fed back

through the quarterly monitoring reports that go through the Finance & Governance Cabinet Advisory

meetings and then to Cabinet.

6. Have there been any reports from other regulatory        

bodies, such as HM Revenues and Customs, which 

indicate non-compliance? If so, please provide 

details

No

1
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Related Parties

Matters in relation to Related Parties

Tunbridge Wells Borough Council are required to disclose transactions with bodies/individuals that would be classed as related parties.  These 

may include:

■ bodies that directly, or indirectly through one or more intermediaries, control, or are controlled by Tunbridge Wells Borough Council;

■ associates;

■ joint ventures;

■ a body that has an interest in the authority that gives it significant influence over the local authority;

■ key management personnel, and close members of the family of key management personnel, and

■ post-employment benefit plans (pension fund) for the benefit of employees of the local authority, or of any body that is a related party 

of the local authority.

A disclosure is required if a transaction (or series of transactions) is material on either side, i.e. if a transaction is immaterial from the [type of 

body]’s perspective but material from a related party viewpoint then the local authority must disclose it.

ISA (UK) 550 requires us to review your procedures for identifying related party transactions and obtain an understanding of the controls that you 

have established to identify such transactions. We will also carry out testing to ensure the related party transaction disclosures you make in the 

financial statements are complete and accurate. 

1
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Related Parties

Question Management response

1. Have there been any changes in the related 

parties including those disclosed in Tunbridge Wells 

Borough Council’s 2020/21 financial statements? 

If so please summarise: 

• the nature of the relationship between these 

related parties and Tunbridge Wells Borough 

Council

• whether Tunbridge Wells Borough Council has 

entered into or plans to enter into any 

transactions with these related parties

• the type and purpose of these transactions 

Nothing that is considered material.

2. What controls does Tunbridge Wells Borough 

Council have in place to identify, account for and 

disclose related party transactions and 

relationships?

All members and senior officers are required to complete an annual return, disclosing the details of any 

interest of themselves and their close family members, which might have an impact on their activities on 

behalf of the Council. Members also disclose such interests in the Register of Members’ Interests, which 

is held at the Town Hall, Tunbridge Wells, and is open to public inspection.

All of the Officers have returned their declarations. There were no transactions considered of material 

significance to warrant separate disclosures in the accounts.

3. What controls are in place to authorise and 

approve significant transactions and arrangements 

with related parties?

If the related party transaction is significant, it will go through the normal Cabinet approval processes for 

authorisation, after having gone through a robust tendering process as per the Contract Procedure 

Rules.

If the transaction is a small procurement, they will be properly tendered as per the Contract Procedure 

Rules which ensures that a fair and robust tender process is carried out by using independent 

assessors.

4. What controls are in place to authorise and There are emergency authorisation procedures written within the constitution, which are followed.
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Going Concern

Matters in relation to Going Concern

The audit approach for going concern is based on the requirements of ISA (UK) 570, as interpreted by Practice Note 10: Audit of financial 

statements and regularity of public sector bodies in the United Kingdom (Revised 2020). It also takes into account the National Audit Office's 

Supplementary Guidance Note (SGN) 01: Going Concern – Auditors’ responsibilities for local public bodies.

Practice Note 10 confirms that in many (but not all) public sector bodies, the use of the going concern basis of accounting is not a matter of 

significant focus of the auditor’s time and resources because the applicable financial reporting frameworks envisage that the going concern basis 

for accounting will apply where the body’s services will continue to be delivered by the public sector. In such cases, a material uncertainty related 

to going concern is unlikely to exist. 

For this reason, a straightforward and standardised approach to compliance with ISA (UK) 570 will often be appropriate for public sector bodies. 

This will be a proportionate approach to going concern based on the body’s circumstances and the applicable financial reporting framework. In 

line with Practice Note 10, the auditor’s assessment of going concern should take account of the statutory nature of the body and the fact that the 

financial reporting framework for local government bodies presume going concern in the event of anticipated continuation of provision of the 

services provided by the body. Therefore, the public sector auditor applies a ‘continued provision of service approach’, unless there is clear 

evidence to the contrary. This would also apply even where those services are planned to transfer to another body, as in such circumstances, the 

underlying services will continue. 

For many public sector bodies, the financial sustainability of the body and the services it provides are more likely to be of significant public 

interest than the application of the going concern basis of accounting. Financial sustainability is a key component of value for money work and it 

is through such work that it will be considered. 
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Going Concern

Question Management response

1. What processes and controls does management have 

in place to identify events and / or conditions which may 

indicate that the statutory services being provided by 

Tunbridge Wells will no longer continue?

The Council maintains a strategic risk register which is reported on to Members of the Audit & 

Governance Committee on a quarterly basis. This highlights the key risks to the council, the 

consequences of the risks coming to fruition and what mitigations have been put in place.

Where appropriate, external expertise is employed (usually Zurich who are our insurer) to formulate 

those risks and work on how to mitigate them.

2. Are management aware of any factors which may 

mean for Tunbridge Wells Borough Council that either 

statutory services will no longer be provided or that 

funding for statutory services will be discontinued? If so, 

what are they?

The impact of high inflation and the hot employment market, combined with the residual effects on 

revenue of the pandemic, mean that financial challenges are very real. This council chooses to 

provide many non-statutory services at present, which may be threatened if the economy continues 

in its present vein. Members can make decisions around non-statutory services to mitigate any 

impact on statutory services however, so these can be protected.

There has been a recent change in the composition of the council, following the May 22 elections. 

The Council now has no party in overall control and is likely to be run by a coalition. This may make 

decision making slower as there are new Members that will need to understand the council’s 

financial position very quickly and political ambitions will need to be negotiated upon.

Providing statutory services are monitored closely and appropriate decisions are made, they can be 

maintained.

3. With regard to the statutory services currently 

provided by Tunbridge Wells Borough Council, does 

Tunbridge Wells Borough Council expect to continue to 

deliver them for the foreseeable future, or will they be 

delivered by related public authorities if there are any 

plans for Tunbridge Wells Borough Council to cease to 

exist?

Tunbridge Wells Borough Council does expect to continue to provide the current statutory services 

for the foreseeable future.

There are no plans for Tunbridge Wells Borough Council to cease to exist.

4. Are management satisfied that the financial reporting Yes and Yes
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Accounting estimates

Matters in relation to accounting estimates

ISA (UK) 540 (Revised December 2018)  requires auditors to understand and assess a body’s internal controls over accounting estimates, 

including:

• The nature and extent of oversight and governance over management’s financial reporting process relevant to accounting estimates;

• How management identifies the need for and applies specialised skills or knowledge related to accounting estimates;

• How the body’s risk management process identifies and addresses risks relating to accounting estimates;

• The body’s information system as it relates to accounting estimates; 

• The body’s control activities in relation to accounting estimates; and

• How management reviews the outcomes of previous accounting estimates.

As part of this process auditors also need to obtain an understanding of the role of those charged with governance, which is particularly important 

where the estimates have high estimation uncertainty, or require significant judgement. 

Specifically do Audit Committee members:

• Understand the characteristics of the methods and models used to make the accounting estimates and the risks related to them;

• Oversee management’s process for making accounting estimates, including the use of models, and the monitoring activities undertaken by 

management; and

• Evaluate how management made the accounting estimates?

We would ask the Audit Committee to satisfy itself that the arrangements for accounting estimates are adequate. 

2
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Accounting Estimates - General Enquiries of Management

Question Management response

1. What are the classes of transactions, events and 

conditions, that are significant to the financial 

statements that give rise to the need for, or changes in, 

accounting estimate and related disclosures?

See below Accounting Estimates List.

2. How does the local authority’s risk management 

process identify and address risks relating to accounting 

estimates?

As part of the Year End planning process all of the Management Judgements are reviewed and updated if 

necessary. 

Additional risks will be added as they become apparent, either through the year End Close Down sessions 

or via the various advisory sources the council taps into. These include membership of the Cipfa FAN, 

purchase of Treasury Advice from Link Asset Management, Membership of the Local Govt Association and 

subscriptions to LG Futures.

3. How does management identify the methods, 

assumptions or source data, and the need for changes 

in them, in relation to key accounting estimates?

Generally this is through research carried out by our professionally qualified staff members or advice sought 

from the advisors we subscribe to.

4. How do management review the outcomes of 

previous accounting estimates?
There is a quarterly monitoring process that goes through Cabinet, which compares forecasts (which include 

accounting estimates) with actuals and explanations are given for any variances. Clearly, this involves 

review and reflection of the original estimates.

Similarly, this is summarised in the year end accounts.

5. Were any changes made to the estimation processes 

in 2021/22 and, if so, what was the reason for these?
Again, please see below Accounting Estimates List.
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Accounting Estimates - General Enquiries of Management
Question Management response

6. How does management identify the need for and 

apply specialised skills or knowledge related to 

accounting estimates?

Finance Managers will make an assessment as to whether they think they can obtain the information they 

require in order to make a reasonable accounting estimate themselves, but if not, will employ professionals 

with the appropriate skills to make the judgement for them or to provide the specialist information that the 

finance staff are lacking.

7. How does the local authority determine what control 

activities are needed for significant accounting 

estimates, including the controls at any service 

providers or management experts? 

The council will employ specialist experts where the impact on the accounts can be significant and where 

that expertise exists in the market.

As part of the tendering process for these services, there are strict criteria that the experts will need to 

comply with and provide evidence of that compliance (including their internal control procedures and 

evidence of their professional expertise) if they are to be awarded a contract.

8. How does management monitor the operation of 

control activities related to accounting estimates, 

including the key controls at any service providers or 

management experts? 

Once an expert report is received, the finance staff at the council will review the report and findings for 

reasonableness, using their own experience and professional expertise. Anything that appears illogical will 

be challenged.

If there is a change of personnel from an expert consultancy, this must be reported to the council and they 

must have the appropriate qualifications to undertake the work.

9. What is the nature and extent of oversight and 

governance over management’s financial reporting 

process relevant to accounting estimates, including:

- Management’s process for making significant 

accounting estimates

- The methods and models used

- The resultant accounting estimates included in the 

financial statements.

The accounting team will generally make a proposal to the Head of Finance. If professional advice needs to 

be sought to support a decision, it will be obtained at this stage or if models need to be created to support 

an approach, this will be created to assess likely impacts and outcomes. If the estimate is thought likely to 

have a significant impact, the Head of Finance will seek agreement of approach with the Grant Thornton 

audit team before the assumption is applied during the close down process. The decision will then be 

implemented by the accounting team. 

If is a new estimate or materially different from previous years, it will be highlighted in the close down report 

taken to the Audit & Governance Committee for the approval of the Annual Financial Report.
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Accounting Estimates - General Enquiries of Management

Question Management response

10. Are management aware of any transactions, 

events, conditions (or changes in these) that may 

give rise to recognition or disclosure of significant 

accounting estimates that require significant 

judgement (other than those in Appendix A)? If so, 

what are they?

No

11. Why are management satisfied that their 

arrangements for the accounting estimates, as 

detailed in Appendix A, are reasonable?

They have been duly considered and tested over the years by the councils professional officers.

12. How is the Audit Committee provided with 

assurance that the arrangements for accounting 

estimates are adequate ?

As explained in Q9, any new estimates/changes to estimates likely to have a material impact on the 

accounts are reported when we ask the Audit & Governance Committee to sign off the Annual Financial 

Report.

2

5
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Appendix A Accounting Estimates

Estimate Method / model used to make 

the estimate

Controls used to identify 

estimates

Whether 

management 

have used an 

expert

Underlying assumptions:

- Assessment of degree of 

uncertainty

- Consideration of alternative 

estimates

Has there 

been a

change in 

accounting

method in 

year?

Accruals The Council has a cut off of 

£250 for creditors, debtors, 

income in advance and 

prepayments. 

Any transactions under this 

amount will not be accrued 

for unless it is of importance 

to the budget holder or if the 

sum of transactions under 

one budget code is greater 

than £250. 

No It is estimated that the sum of 

transactions under £250, and 

therefore not accrued for, is 

immaterial.

No

Accounting 

standard 

issues, not 

adopted 

The Code requires changes in 

accounting policy to be applied 

retrospectively unless alternative 

transitional arrangements are 

specified in the Code. 

Not yet implemented. No An authority is required to disclose 

information relating to the impact 

of an accounting change that will 

be required by a new standard 

that has been issued but not yet 

adopted by the Code for the 

relevant year. The additional 

disclosures that will be required in 

the 2022/23 financial statements 

in respect of accounting changes 

that are introduced in the 2022/23 

Code are:

- Annual Improvement to IFRS 

Standards 2018-2020. The annual 

IFRS improvement programme 

No
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Appendix A Accounting Estimates

Estimates Method / model used to 

make the estimate

Controls used to 

identify estimates

Whether 

management 

have used an 

expert

Underlying assumptions:

- Assessment of degree of 

uncertainty

- Consideration of alternative 

estimates

Has there 

been a

change in 

accounting

method in 

year?

Employee 

Benefits
Accounting standards require 

that the value of employee 

benefits such as outstanding 

annual leave is taken into 

account as a liability at the end 

of the financial year. 

The Council evaluates 

the amount concerned 

at the end of each 

financial year, and since 

2019/20 has made an 

adjustment to its 

accounts for this 

amount. 

No For 2021/22 the value of the accrual was 

lower than in 2020/21 as previously staff 

had been unable to take leave due to the 

COVID-19 pandemic. They have now 

found time to take some of it this year.

Under legislation the accrual is matched 

by appropriations to or from an 

adjustment account (an unusable 

reserve), so there is no impact on the call 

on Council Tax or on the General Fund 

balance.

No

Fair Value 

Measurement
Inputs to the measurement 

techniques in respect of the 

Council’s fair value 

measurement of its assets and 

liabilities are categorised 

within the fair value hierarchy 

as follows:

Level 1 – fair value is only 

derived from quoted prices in 

active markets for identical 

assets or liabilities

Level 2 – fair value is 

calculated from inputs other 

Reviewed each year. Link Asset 

Services have 

verified 

approach.

The Council has assessed its assets and 

liabilities as follows:

CCLA Property Fund – Level 1

Fair value assessed from unadjusted 

quoted prices in active markets for 

identical shares

Investments – Level 2

Fair value assessed by calculating the 

present value of cash flows that take 

place over the remaining life of the 

instrument

No
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Appendix A Accounting Estimates

Estimate Method / model used to make the 

estimate

Controls used to identify 

estimates

Whether 

management 

have used 

an expert

Underlying assumptions:

- Assessment of degree of 

uncertainty

- Consideration of alternative 

estimates

Has there 

been a

change in 

accounting

method in 

year?

Pensions Barnett Waddingham provide 

estimates as part of the information 

they provide to the council to enable it 

to report in accordance with IFRS 19. 

This is based upon their professional 

expertise and research into market 

information and data e.g. death rates 

forecast, at the time. 

Upon receipt of the 

information, the councils 

qualified accountants will 

undertake a review for 

reasonableness, 

comparing returns with 

previous years and 

applying their general 

knowledge of the economy. 

Anything that is of concern 

is questioned to ensure a 

full understanding of the 

information provided and to 

provide verification of the 

assumptions made.

Barnett 

Waddingham

This is a field in which council officers 

have limited knowledge and they must 

rely to a significant extent, on the 

expertise of the professionals employed 

to provide these assumptions on their 

behalf.

No

Group 

Accounts
The Tunbridge Wells Property 

Holdings Company began trading on 

18 May 2015 and is a wholly owned 

subsidiary of the Council. 

The revenue has only been 

£245,007 during the year 

and is considered 

immaterial. Hence the 

council has determined that 

it is not yet necessary to 

provide Group Accounts.  

This will be monitored in 

the future and should the 

revenue become material, 

No Immaterial revenue. No
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Appendix A Accounting Estimates (Continued)

Estimate Method / model used to 

make the estimate

Controls used to 

identify estimates

Whether 

management have 

used an expert

Underlying 

assumptions:

- Assessment of degree 

of uncertainty

- Consideration of 

alternative estimates

Has there been a

change in 

accounting

method in year?

NNDR Provision As part of the changes 

relating to business rates 

retention that came into 

force in 2013, a provision 

is now made to allow for 

the potential losses from 

appeals against 

valuations. The appeals 

outstanding on the 2010 

list are calculated based 

on the appeals 

outstanding at 31 March 

2021 and the average 

reduction achieved from 

settled appeals.

The new 2017 Rating list, 

applicable from 1 April 

2017, is subject to a new, 

and significantly more 

complex appeal process. 

This has meant that far 

fewer appeals have been 

made than would normally 

have been expected. It is 

The appeals 

provisions are 

monitored monthly as 

new schedules of 

appeals are received 

from the Valuation 

Office. There is a 

retrospective check 

each year on the 

actual cases settled 

to ensure that the 

%ages being 

estimated are still in 

line with what the 

Valuation Office is 

determining in the 

cases they settle.

No The low number of 

appeals experienced this 

year is not anticipated to 

be the case indefinitely 

and the amounts appealed 

could be significant and 

retrospective. It could be 

argued that the amounts to 

be appealed and the 

timescales for the appeals, 

cannot be determined and 

therefore should be a 

contingent liability. 

However, the Ministry of 

Housing, Communities and 

Local Government has 

provided an estimate that 

2.1p in every £1 of the 

annual Rateable Value 

would be appealed and in 

order to reflect this 

material sum, a provision 

has been made in the 

Collection Fund. The 
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